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VZROINZA OAS
AND OIL HOARD

DOCKST NO.
97-0121M561

pznnzwca allo nanna

1. maawiuo nata aal slauua This matter caa on for hearing before the
Virginia gas and Oil Hoard (hereafter "Hoard ) at 9c00 a.m. on January 21, 1997,
Ratliff Hall, Southwest Virginia Sducation 4-H Center, Abingdon, Virginia.

2. a~a~a~aus Mark A. Swarta of Kayg Canto@ Chessy/ Love and Wise,
appeared for the Applicant) Sandra S. Higgs was present to advise to Hoard.

3. Jurisdiction and soHcec pursuant to Va. Code Ann. 55 45.1-361.1RL
HHH., the Hoard finds that it haa jurisdiction over ths subject matter. Baaed
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upon ths evidence pxeesate4 by Applicant, the Soard also finds that the Applicant
has (1) exercised due 4iligeace in coaducting a search of the reasonably
available sources to dstereine ths identity aad whereabouts of gas and oil
owners, coal aeasn, wiser el acorn and/or potential owners, i.~., yersons
idsatified bf Applicant as having ( Owner ) or claleing ( Claiaant") the rights
to Coalbed Nethana Oas in all ooal soma below the filler Seas (hereafter
"Subject yoraation") in Subject Drilling Unit underlying and coaprised of Subject
Lands) (2) has given notLoe to all such yartLes (hereafter scestieas "person( ~)"
whether referring to indLviduals, corporations, partnerships, associations,
ccsyanias, businesses, trusts, joint veatures or other legal entitias) entitled
by Va. Cods Ann. $$ 65.1-361.19and 65.1-361.22, to notice of this Application)
and (3) that the persons set forth in Sxhibit $-3 hereto are persons identified
by Applicant through its dus diligsaos whs aay hs Owners or clalsants of coalbed
Nethane Oas Lnterests in Subject tarnation, ia Subject Drilling Unit underlying
and ccsyriead of Subject Lands, who have net heretofore agreed to lease or sell
to the Applicant and/or voluntarily yeol their Oas interests. Conflicting Oas
Owners/claiesnts Ln subject Drilling ()nit are lists4 on sxhibit s. yurther, the
Soard has caused notion of this hearing to be published as reguired by Va. Code
Ann. $ 65.1-361.19.S.Nherauyon, ths Nacrd hereby finds that tha notices given
herein satisfy all statutory raguirmoats, Soard rule raguirmsnts and the
ainieus standards of state due process.

laandaeata g None,

Diam%.aaalag None

6. Salief aacnsastads Applicant reguests (1) that pursuant to Va. Code
Ann. 5 65.1-361.22, including the ayylioabla portions of Va. Code Ann.$ 45.1-
361.21, the gourd pool all the rights, iaterssts and estates in and to the Gas
in Subject Drillisg Unit, inolu4iag the pooling of the interests of the hewn and
unknown yersons assed La Sahibit S-3 hereto and that of their known and unknown
heirs, eascutors, adainietratore, devisass, trustees, assigns and successors,
both Lmediate and reeote, for the drilling and oyaration, including production,
of Coalbsd Nethane Oas, produced fry the Subject Drilling Unit established for
tha Subject yoreation underlying aad coaprLse4 of the Subject Lands, (hereafter
~oaetiees collectively identified aad referred to as "well develoyaent and/or
operation in the Subject Drilliag Unit" ), and (2) that the Soard designate CONSOL
Inc. as Unit Operator.

naliaf Sr~ms Tha reputed relief in thia Cauae be and hereby LS
granteds (1) yursuaat to Va. Code Ann. 5 65.1-361.21.0.3,CONSK Inc. (hereafter
"Unit Operator") is designated as the Unit Operator authorised to drill and
oysrate Coalbed Nsthane wells ia the Subject Drilling Unit, subject toe ths
peralt provisions contained in Va. Code Ann. 5 45.1-361.27 SA SNN.g to the
o ~ Ccalbed Nethans Oas yield I Order OSCS 3-90, dated Nay 1S, 1990) to the
oakwood o 1~ oas yield II soard' order 91-1119-0162 effective as of Deceeber
17g 1992@ to 5 640 05 22 1 SA SSN ~ Oas and Oil Aagulations I and 'to 5$ 460%5
22.2 SA W., Virgiaia Oae and Oil Soard Aagulations, all as asanded fron tine
to ties, and (2) all the interests and estates in and to the Oas in Subject
Drilling UnLt, including that of the known and unknown parsoas listed on Sxhibit
S-3, attached hereto and wade ~ part hereof, and their known and unknown heirs,
~xecutors, adaiaistratora, dsvisees, trustees, assigns and successors, both
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iasediate and reacts 1» and hereby aro pooled
Subject Drl.lling Unit underlying and coaprised

Subject torsittod
Fttvwatatttt Ottit aiaa Nell Kmtattttt ~ l

tield and
Well Classification

Order
Nuatater

in the Subject toraation in the
of the Subject Lands.

Rl1 coalheds hyprouisately
and coal 80-acre square
~ease below dr i1ling unit
the Tl.lier
~oaa, in-
cluding, but
not lisited
to Upper
Seaboard,
Greasy Creek,

Ml.ddle Sea-
board, Lower
Seaboard, Upysr,
Horsspon, Middle
Horneyan, War
Creek, Lower
Horsepen,
Pocahontas Nos ~

9, 8 ~ 7 ~ 6 ~ 5,
4, 3, 2 and various
unnasod seaas and
associated rock
strata

One (I)
well bore
to be
located ial
Unit V-9
charing pro-
duction pur-
suant to ths
Oakwood I
Field Rules
hnd four (4)
Well bores
to be located
in Unit V-9
during pro-
duction pursuant
to the Oakwood
II tield Rules
at tho locations
depicted on
Saahibit O

Oakwood Coalbod
Oas tield I
and Oakwood Coal-
bed Methane Gas
Field II for
Coalbed Methane
Oas l.ncluding
tree Well Oas,
as well as Un-
sealed Gob Oas,
Short Hole Gas,

hand

Oas fros
any Additl.onal
Well

OGCS 3-90,
as
~sanded,
(herein

I Field
Rules )
and
VOOS No.
91-1119-
0162 as
sounded
(herein
"Oakwood
II tield
Rules")

For ths Subject Drilling Unit
underlying and ccsprisod of tho 8ubject

Land referred to ast

Unit Nusbor V-9
Suchanan Ccnanty, Virginia

pursuant to the Oalntood II tield Rules, the Hoard has adopted the following
asthod for ths oalculation of production and revenue and allocation of allowable
costs for short hole and unsealed gch yroduction of Ooalbed Methane Oas dependent
upon ths particular long wall sining plan ayplicablo to each 80-acre drilling
unit.

Ths designated operator of any 80-acre drilling unit or units within
tha boundaries of which any long wall panel which has been isolated by the
driving of entriss is located and froa which Unsealed Oob Oas, Short Hole
Oas or Oas froa any Well authorised by tho Code of Virgin).a is produced,
shall calculate production and revenue based upon tho sins plan as
ispl~ated within each affected SO-acro drilling un'.t and in particular,
based uyon tl» sineral acreage, as platted upon tl» surface, in each 80-
acre drilling unit actually contained within ~ long wall panel as depicted
by said aine plan. Satcopt as otl»rwise provided herein, a copy of tho



coo)( 459(am 771
pertinent portion of the aLas plan being utiliasd to caloulats production,
rewaw an4 costs frw aay affected $0-acre drilling unit shall be filed
of record with the Soard prior to ths payment of any revenue based upon
~uch calculations. The foraala or division of interest for production
fra amy 80-acre drilling unit affecte4 by a long wall panel and from any
~epaaately owned tract in aay such $0-acre unit shall bs calculated as
follcws c

7.l. sor short mole sau - The amount of pro4uction produced from
and attributed to wch $0-acrs drilling unit shall bs ths
ratio (eccprsssed as a percentage) that the amount of mineral
acrwgs, when platted on ths surface, which is both in the
~ffsctsd unit an4 the long wall panel, bears to ths total
mineral acreage, when platted on ths surface, contained within
the entire long wall panel affecting such SO-acre drilling
unit.

7.2. sor cc~vm snh ccau —The amount of production produced from
and attributed to each 80-acre drilling unit shall be the
ratio (eccprsswd as a percentage) that the amount of mineral
acreage, when platte4 on the surface, which is both in the
affected uait and ths long wall panel, bears to the total
mineral acreage, whoa platted on ths surface, contained within
the entire long wall panel affecting such $0-acre drilling
unit.

7 ~ 3 I vau sau bcs auv sall Lmatad Cn a Iud wall sansl
After actual ccmencwsnt of coal mining operations by the
driving of entriss and completion o! isolation of a long wall
panel, the amount of Oas produced from such a well and
attributed to wch 80-acrs drilling unit shall be the ratio
(sccprssssd as a percentage) that ths amount of mineral
acreage, when platted on the surface, which is both in the
affected SO-acre drilling unit and the isolated long wall
panel, hears to ths total mineral acreage, when platted on the
surface, contained within ths entire long wall panel affecting
~uch 80-acre drilling unit.

H aalu eau sall ccau - prior to the actual ccacasncement of
ooal mining operations by the driving of entries and
completion of isolation of a long wall panel, Oas from any
wall located in ~ proposed long wall panel shall be produced
free and allocated to only ths $0-acre drilling unit in which
the well is located according to ths undivided interests of
~ach Owner/Claimant within ths unit, which undivided interest
shall be the ratio (eupreswd as ~ percentage) that ths amount
of mineral aoreage within each separate tract that is within
ths Sub]ect Drilling Unit, when platted on the surface, bears
to the total mineral acreage, when platted on the surface,
contained within ths entire $0-acre drilling unit in ths
~anner set forth in the Oahwood I yield Rules.
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S, alsotlon nnd ulsotlon nsrlodi In the anent aay Oaa OWner Or Claimant
named in Bahibit B-3 hereto does nct reach a voluntary agremsnt to share in the
operation of ths wells to bs located in the Subject Drilling Unit at a rate of
payment mutually agreed to by said Oas Owner or Claimant aad the Applicant or
Operator, then such person named may elect oas of the options set forth in
Paragraph 9 below and must give written notice of his election of ths option
selected uadsr Paragraph 9 to ths designated Unit Operator at the address showa
below withia thirty (30) days faa ths date this Order is recorded in ths county
above named. A timely slsotioa shall bs deemed to have been made if, on or
before ths last day of said ~y period, such electing person has delivered his
written election to ths dssigaatsd Unit Operator at the address showa below or
has duly postmar)lsd and placed its written nicotian in first class United states
mail, postage prepaid, addressed to ths Bait Operator at ths address showa below.

9. alsotion OotionsC

9.1 ant ton 1 - Vo Psrtlolnsts In Ths asvslo««nant snd Oosrstion of ths
nrl.lllno Unite any Oas Owner or Claimant named in Exhibit B-3 who
doss not reach a voluntary agromsat with ths Applicant or Operator
may elect to participate in ths development and operation of the
Subject Drilling Unit (hereafter "Participating Operator" ) by
agxssing to pay the estimate of such Participating Operator's
proportionate part of the actual and reasonable costs of the
dsvelopaant contemplated by this Order for free well gas, short hole
gas, unsealed gob gas and gas fax any increased density well under
Oakwood II, inoluding a reasonable supervision fee, of the well
development and operation in ths Subject Drilling Unit, as more
particulaxly set forth in Virginia Oaa and Oil Board Regulation VR
4SO-O5-22.2, Section 10 (herein «Allocable, Campleted for Production
Costs" ). Purther, a Participating Operator agrees to pay the
~stimate of such Participating Operator' proportionate part of the
Allocabls, Completed-for Production Costs as sst forth below to the
Unit Operator within forty-five (45) days fry ths later of the date
of mailing or ths date of recording of this Order. Ths estimated
Allocable, Completed-for-Production Panel Costs for the Subject
Drilling Unit are as followsc

Allocabls, Completed-for-Px'oduction Panel Coatee

Panel 3 mast 5 84,191.34

A Partioipating Opsx'ator' proportionate cost hereunder shall be the
total of the results obtained by multiplying the Participating
Operators'Division of Interest" in each panel located within
Subject Drilling Unit as sst forth in the fourth and fifth columns,
respectively, of Sahib(t B-3, times that panel' Allocable
ComPleted-fcr-PrcduotiOa Panel COet Set fcrth abOVS, Provldsdf
howsvsx, that in ths event a Participating Oparatox elects to
participate and fails or refuses to pay ths estimate of his
Proportionat part of'ths Allocabls, Completed-for Production Panel
Costs as set forth above, all within the time set forth herein and
in the manner prescribed in Paragraph S of this Order, thon such
Paxticipating Operator shall be deemed to have elected not to
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participate and to have elected coepensation in lieu of
participation pursuant to Paragraph 9.2 herein.

Ostksn 2 vs nsnsl rs a Cash annus Cnnak dsratlsn l In lieu Of
participating in th ~ dsveloposnt and operation of Subject Drilling
Unit nader paragraph 9.1 above, any gas ownsx or claioant naeed in
Euhibit S-3 hereto who doss not reach a voluntary agreeosnt with the
Applicant or Operator say sleot to aocept a cash bonus oonsideration
of $1.00 psr nst a(aural acre awned by such person, camencing upon
~ntry of thi ~ Order and oontinuing annually until cowenceoent of
production fraa Subject Drilling Unit, and thereafter a royalty of
1/Sth of S/Sths [twelve aad one-halt percent (12.5\) ) of the net
proceeds received by ths Unit Operator for the sale of the Coalbed
Methane Oas prxnhxced frca aay well developnent covered by this Order
oultiplied by that person' Division of Interest or proportional
~hare of said produotion [for purposes of this Order, net proceeds
~hall be actual proceeds reoeived less all post-pxoduction costs
incurred downstrem of ths wellhead, including, but not linited to,
all gathering, ccepression, treating, transportation and narketing
costs, whether perforsed .by Unit Operator or a third person) as
fair, reasonable and eguitable ccspensation to be paid to said Gas
owner or claiaant. The initial cash bonus shall bscase due and
owing when so eleoted and shall bs tseIered, paid or escrowed within
~ixty (60) days of recording of this Order. Thereafter, annual cash
bonuses, if any, shall beccaa due and owing on each anniversary of
the date of recording of this order in the event production from
Subject Drilling Unit has not theretofore cadenced, and once due,
shall be tendered, paid or escrowed within sixty (60) days of said
anniversary date. Onc ~ the initial cash bonus and the annual cash
bonuses, if any, are so paid or escrowed, subject to a final legal
dsteroination of ownership, said paysant( ~ ) shall be satisfaction in
full for ths right, interests, and elaine of such electing person in
and to the Oae pexhxced fna Subject Porsation in the Subject Lands,
~Rcept g howevex g for the 1/6th royalty es due hereunder .
Subject to a final legal dsteroination of ownership, the election
ands under this Paxagraph 9.2, when so sade, shall be satisfaction
in full for ths right, interests, and elaine of such electing person
in any well dsvslopaent and operation covered hereby and such
~lecting person shall ba dunned to and hereby doss lease and assign,
its right, interests, and elaine in and to the Oas produced free
Subject Porsation in ths Subject Drilling Unit to the Applicant.

9.3, Ost Inn 3 Vn aha ra In Ths nsvsl nasant and Ossrat l nn aa A Mon
uartlnxnatins Ssrann On a Carrksd sask ~ And Tn nsosivs Cnnaidsratinn
In I.tsn Of Cash< In lieu ef partioipating in the deVelcpeent and
operation of Subject Drilling Unit under Paragraph 9.1 above and in
lieu oi receiving a cash bonus consideration under Paragraph 9.2
above, any gas Owner or Claisant eased in Exhibit S-3 hexeto who
does not reach a voluntary agremsnt with the Applicant or Operator
say elect to share in the developoent and operation of Subject
Dx'illing Unit on a carried basis (as a "Carried Nell Operator" ) so
that the proportionate part of the Cospleted-for-Production Costs
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hereby allocablo to such Carried Nell Oysrator's interest is charged
age last such Carried Nell Oysrator ' share of production troa
Sub joct Dril1 lag Unit. Such Carried Well Oyeratoa' rights,
iatsrests, and clalas in an4 to ths Oas in Subject Drilling Unit
shall bo deeae4 aa4 hereby are usignod to ths Apylicant until the
prooosds fry ths sale of suoh Carried Well Operator' share of
produotion fry Subject Drilling Unit (exclusive of any royalty,
~noose or overriding royalty, or other non-operating or non cost-
bearing burden reurved in any lease, assignaent thereot or
agrooaoat relating thereto covering such interest) equals three
hundred psroeat {3ODi) for a leased interest or two hundred yercsnt
t2009) for an unloued iatoxut {whichever is ayylicabls) of such
Carried Nell Cyerator' share ot ths Coapletod-for-Production Costs
allocable to the latorost ot suoh Carried Well Operator. When the
Applicant rose»ps aad recovers frc» such Carried Well Oyerator'
assigned interest tbs aaouats provided for above, thon, tho assigned
interest of such Carried Nell Operator shall autc»atically revert
back to such Carried loll Oysrator, and froa and after such
reversion, such Carried Nell Operator shall be treated as if it had
participated initially under Paragraph 9.1 above) and thereafter,
~uch participating person shall be charged with and shall pay his
proportioaato part of all turther costs of such well doveloyasnt.

Subject to a final legal dstoraination of ownership, ths election
sade un4er this Paragraph 9.3, when so sade, shall be satisfaction
in full for tho rights, interests, and claias of such electing
person in any well devoloyaent an4 operation covered hereby and such
electing person shall be doused to have and hereby does assign its
rights, interests, and claias in and to tho Oas produced froa
Subject Poraation in the Subject Drilling Unit to ths Applicant for
the period of ties during which its interest is carried as above
provided prior to its reversion back to such electing person.

ID. sxclwvs tn svesrlv slate In tho event a person naasd in Sxhibit
B-3 hereto doss not reach a voluntary agremsnt with tho Applicant or Operator
and fails to elect within the ties, in tho aanner and in accordance with the
taros of this Order, one of ths alternatives set forth in Paragraph 9 above for
which his interest qualities, thon such person shall bo doeasd to have elected
not to participate in the prot»sad devolute»nt aad operation of Subject Drilling
Unit and shall bs dseasd, subject to a final loyal deteraination or ownership,
to have slecto4 to accept as satisfaction in full for such person's right,
interests, and claias in and to ths Oas the consideration provided in Paragraph
9.2 above for which its interest qualities and shall bo doeaed to have leased
and/or usignod his right, interests, and claias in and to ths Oas produced froa
Subject Poraation in ths Subject Drilling Unit to the Ayylicant. Persons who
fail to properly elect shall be 4oeaod, subject to a final legal deteraination
of ownership, to have accepted ths coapsnsation and taros set forth heroin at
Paragrayh 9.2 in satisfaction in full tor the right, interests, and claias of
~uch person in and to the Oas produced froa the Subject Poraation underlying
Subject Lands.

11. Default av particcoatcno savannc In ths event a person naasd in
Exhibit 3-3 elects to participate under Paragraph 9.1, but tails or refuses to
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pay, to encase ths payeent or to saks an arrasgsasnt with ths Unit Operator for
tba paysent of such person's proportionat part of the Sliceable, Cospleted-for-
Pro4uctics Penal Cost as set fort herein, all within the ties and in ths sannsr

prescribed in this Order then %lich person shall be deuced 'to have withdrawn
his electioa to participate and shall bs dsessd to have elected to accept as
~etisfsctics in full for such person' right, interest, and clahss in and to ths
Oas the consideration provided in Paragraph 9.2 shove for which his interest
gualifiss depending on the excess burdens attached to such interest. Whereupon,
any cash bonus consideration due aa ~ result of such deuced election shall be
teexfsrsd, paid or eecrowsd by Unit Operator within sixty (60) days after ths last
day on which such defaulting person under this Order should have paid his
proportionat par of suoh cost or should have sade satisfactory arrangesents for
ths paysant thereof. Shen such cash bonus consideration is paid or sscrowed, it
shall bs satisfaction in full for tha right, interests, and elaine of such person
in asd to the Sas underlying Subject Drilling Unit in the Subject Lands covered
hereby, except, however, for any royalties which would bsccss due pursuant to
Paragraph 9 ~ 2 hereof.

aaalmamat cf zntereats In ths event a person nassd in Bxhibit 5-3
is unable to reach a voluatary agrssssnt to share in the operation of the wells
conteaplated by thi ~ Order at a rats of payasnt agreed to eutually by said
Poteatial Oas Owner and ths hpplicant or Operator, and such person elects or
fails to elect to do other than participate under Paragraph 9.1 above in the
dsvelcpssst and operation of ths wells in Subject Porsations in Subject Drilling
Unit, thea subject to a final legal dstsreinaticn of ownership, such person shall
be deesed te have and shall have assigned unto Applicant such person' right,
interests, and elaine in and to sai4 wells, in subject toreutics in subject
Drilling Unit, and other share in production to which such parson say be entitled
by reason of any election or deuced slectioa hereunder in accordance with the
provisions of this Order governing said election.

Unit ansvstm (or onavatnvs c CONSOL Inc., be and hereby is
designated as Unit Operator authorised to drill and operate ths wells in Subject
toraatioa in Subject Drilling Unit, all subject to ths psrsit provisions
contained in Va. Code knn. $$ 65.1-361.27SL SS)I ) 55680-05-22.1 SL mZ., Qas
and Oil Regulations) 55 660-05-22. 2 SL SSg., Virginia gas and Oil Board
Rsgulatioss) the Oakwood Coalbsd Oas yield I Order OOCB 3-90 and the Oakwood
Coalhed Nethass Sas tield II Order VUOS 91-1119-0162, all as unended free tine
to tins, and all elections rsguired by this Order shall be ccmunicated to Unit
Operator in writing at the address shown

below'XWSOL

Inc.
P. O. Box 967
Bluefisldi VR 24605
Phones (560) 988-1015
Paxa (560) 9SS-1055
Attn'eslie K. harrington

li. A ~at of a vationas Unit Operator shall cogence or cause
to camenae operations for ths drilling of the well( ~ ) within the Subject
Drillieg Unit and/or ths wsll{ ~ ) outside the Subject Drilling Unit but fry which
pro4uctisa is allocated to ths Subject Drilling Unit within three hundred and
~ixty-five (365) days fraa ths date of this Order and shall prosecute the sane
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with due diligence. It Unit Operator shall not have so ca«asncod and/or
prosecuted, then this Order shall tsrainats, except for any cash sans then
yayablo hereunder) otherwieo, unlace sooner toroinatod by order at tho soard,
this Order shall «cpiro at 12c00 P.M. on tbs 4ats on which all wells covered by
this Order and/or all wells free which production is allocated to the Subject
Drilling Unit are ysrsanontly aban4one4 an4 plugged. Sowovor, in the event an
ayyoal is to)sin frc« this Order, then ths tins between the filing of the petition
for appeal'n4 tho final Order of ths Circuit Court shall bs excluded i.n
calculating ths ons year period rotorrod herein.

Upon caopletion of any well whoso costs ccoyrise yart of the
Sstinated Cospleted-for-Prochaction Costs sot forth in Paragraph 9.1 above, and
within ninety (90) days after production iato the pipeline is obtained and
restoration of the location is aasplsted, tbs Oyorator shall file with ths Soard
a revised «ch(bit reflecting ths actual, Cooyleted-for-Production Costs for the
~ubject Drilling Unit.

15 OMK'ator I a Liana Unit Operator, in addition to the other rights
~ffordod hsr«ncdor, shall have a lion an4 a right of set off on the gas estates,
rights, and interests owned by any person subject hereto who elects to
yarticiyate under Paragraph 9.1 in tho Subject Drilling Unit to the extent that
costs incurred in tho drilling or operation on the Subject Drilling Unit are
chargeable against such person' interest. Such liens and right of sst off shall
be separable as to each separate person and shall rennin liens until the Unit
Operator drilling or aysrating any well covered hereby has been paid the full
~aounts due under the torso of this Order.

16. Saarow Prowisinnec

Sy this Order, ths Soard instructs the Sscrow Agent nanod herein or
any successor nosed by the Soard to establish an interest-bearing escrow account,
(herein "the Sscraw Account" ) to receive and account to the Soard pursuant to its
agre«sent tar 'tho oscrawod 'funds hereafter doscrlbodc

Taxowoll National Sank
Trust Departneat
c/o Psmior Sankshares Corporation
29 College Drive, P. O. Sox 1199
Sluoflold, VA 24605-1199
Tslephonec (540) 322-2242
Pane (540) 322-2766

16,1, Xaarow Pieriaiona Pnr unlencsm ar Unlocatabla Personae If any
ya3«ont of bonus, royalty payoont or other paynsnt due and owing
under this Order cannot be sade because the ysrson entitled thereto
cermet bs located or is unknown, thon such cash bonus, royalty
yaynont, or other paynant shall not be camingled with any funds of
the Unit Oyerator and shall, pursuant to Va. Code Ann. 5 45.1-
361.21.D, and said ««s shall bs deyositsd by tho Operator into the
Ssorow Account, ccrossing within sixty (60) days of recording of
this Or4sr, and continuing thereafter on a sonthly basis with each
doyasit to be sade, by use of a report forest approved by the
Inspector, by a date which's no later than sixty (60) days atter



5005 45S(aC~777
ths last day of tbe eath being reported and/or for which funds are
bsQag deposited. Snob fua4s shall bs held for ths exclusive use of,
and sole benefit of the person entitled thereto until such funds can
bs paid to such psa'eon( ~ ) or until ths Sscrcw Agent relinguishss
suoh fun4s as reguired by law or pursuant to Or4sr of ths Soard in
accor4anos with Va. Code Ann. 5 65.1-361.21.D.

16.2 sac@ca panel ulnas per asatl Iat ass Claiaarstu I If any payeent Of
bonus, royalty payasnt of other payesnt due and owing under this
Order oannot be sack bsoauss ths person entitled thereto cannot be
~ads certain 4us to oonflioting elaine of ownership and/or a defect
or cloud on ths title, then suoh oash bonus, royalty payeent or
other payuant ~ together with participating operator' proportionate
Costs paid to Opsraaor pursuant to Paragraph 9.1 hereof, if any,
(1) shall not bs ocssingled'with any funds of ths Unit Operator) and
(2) shall, pursuant to Va. Cods Ann. 55 45.1-361.22.A.2, 45.1-
361.22.A.3 and 65.1-361.22.A.4, bs 4epositsd by the Operator into
ths Sscrow Account within sixty (60) days of recording of this
Order, and continuing thereafter on a sonthly basis with each
deposit to be sado, by use of a report forest approved by the
Inspector, by a date whioh is no later than sixty (60) days after
ths last day of the south being reported and/or for which funds ars
~ub2ect to 4sposit. Such funds shall be hold for ths exclusive use
of, an4 sole benefit of, the. person entitled thereto until such
funds can be paid to such person( ~ ) or until the Sscrow Agent
relinquishes suoh funds as reguired by law or pursuant to Order of
the Soard.

17. a~au] wudi~us The Soard specifically and specially finder

17.1. Applicant is a Virginia general partnership ccsprised of Appalachian
Operators, Inc., and Appalachian Methane, Inc., who are indirect
wholly emed subsidiaries of NCN Corporation. Applicant is duly
authorised an4 gualit'ied to transact business in the Comaonwsalth of
Virginia)

17.2 CONSOL Inc. has accepted Applioant's delegation of authority to
explore, develop and naintain ths properties and assets of Applicant
ea owned or hereafter acguired, has agreed to explore, develop and
saintain ths properties and assets of Applicant, and has consented
to serve as coalbed ssthane gas walls Unit Operator for Subject
Drilling Unit and to faithfully disoharge the duties ieposed upon it
as Unit Operator by statute and regulation, all as evidenced by the
Sxhibits 6, 5 and 6)

17.3 CONSOL Inc. is a Delaware corporation duly authorised to transact
business in the Ccmemmaith of Virginia and is an operator in the
Camonwealth of Virginia and has satisfied the Soard' reguiresents
for operations in Virginia)

17.i . Applicant, Suchanan Production Cospany, elaine ownership of gas
Issues, coalbed eethane gas leases, and/or coal leases representing
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$5.5075 percent of the oil and gas interest and 100 percent of the
coal interest in Subject Drilling Unit, and applioant elaine the
right to explore for, develop and produce Coalbsd Nsthane Oas fron
ooal ssass below ths Tiller seas in Unit Nusbsr V-9 in Suchanan
County, Virginia, whioh Subject Lands are sore particularly
described in $xhibit "A')

17~ 5 Applicant haa yu~ ths drilling of four (6) wells on the Subject
Drilling Unit to develop ths pool of Oas in Subject Porsations)

17.6 Subject Drilling Unit ia locate4 in ths VPS Nine' 3 West Longwall
Panel as depicted on Sxhibit 0 hereto)

17.7 Ths estiaated total pro4uotion fry Subject Drilling Unit is 1200 to
2000 NNCP. Ths sstisated aaunt of reserves free ths Subject
Drilling Unit is 1200 to 2000 NNCP)

17.S Respondents are listed on Nxhibit $-3. Conflicting Owners/Clainants
are listed on Sxhibit $. Sst forth in Sxhibit $-3 is the nasa and
last hewn address o! saoh Owner or Claisant identified by the
Applicant u having or claising an interest in the Coalbed Nsthane
Oas in Subject Porsation in Subject Drilling Unit underlying and
ccsprised of Subject Lands, who has not, in writing, leased to the
Applioant or the Unit Operator or agreed to voluntarily pool his
interests in Subject Drilling Unit for its developasnt. The
interests of ths Nss5xxx)eats listed in Sxhibit $-3 ccsprise 14.4125
percent of the oil and gas interests and 00.00 percent of the coal
interests in Subject Drilling Unit)

17.9 Applicant' evidence established that the fair, reasonable and
eguitabls ocspensation to bs paid to any person in lieu of the right
to participate in any well covered hereby are those options provided
in Paragraph 9 above)

17.10 Ths relief regusatsd and granted is just and reasonable, is
supported by substantial evidence and will afford each person listed
and nassd in Sxhibit $-3 hereto ths opportunity to recover or
receive, without unnecessary expense, such person' just and fair
share of the production frv« Subject Drilling Unit. Ths granting of
ths Application an4 relief reguested therein will ensure to ths
extent possible the greatest ultisate recovery of coalbed nsthane
gas, prevent or assist in preventing the various types of waste
prohibited by statute and protect or assist in protecting ths
correlative rights of all persons in ths subject caaon sources of
supply in the Subject Lands. Therefore, the Soard is entering an
Order granting the relic! herein set forth.

1$. Waui~ af ~v ~ PXVX~ Of affidavita APPlioant Or ite AttOrney
shall file an affidavit with the Secretary of the Soard within sixty {60) days
after the date of recording of this Order stating that a true and correct copy
of said Order was sailed within seven (7) days fra the date of its receipt to
~ach unlsased Nespondsnt nasad in Sxhibit $-3 pooled by this Order and whose
address is hnown.

11
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awailan+l.gatv of nacht na.cuea> The Director shall provide all persons

not subject to a lease with r ~le access to all records for Subjeot Drilling
Unit which are su)saittsd by the Uait Operator to said Director and/or his
Iaspect ox (~) ~

20. ~lwaions Therefcre, the reyaeeted relief and all terna and
provisions set forth above be and hereby are granted and IT IS SO ORDNRRD.

21. >~~~> hppsals of this Order are governed by the provisions of Va.
Code Ann. $ 45.1-341.9which provides that any order or decision of the Soard eay
be appealed to ths apprc4niate circuit court. Such appeals suet be tahen in the
~asser prescribed in the l¹nini stra tive Process hct g Va Code hnn ~ $ 9 6 14 c 1

and Rule 2h of the Rules of ths Virginia Suprme Court.

1997, by a

22. nffecti~ nates This order shall bs eFfective on the date of its
execution.

DINED Ial RtseFtm thl 3 / d y f
~ajority of the Virginia Oas and Oil Soard.

~ Chairnan, Skhny R. N ler

DONR RND PNRFORNRD this
Order of this Soard.

Sy& Theses Fu+r
Principal Nxecutive To The Staff
Virginia Oas and Oil hoard

Scam OF VlauNIR
COUNTY OP NISN

)
)

Achncwledged on this H~ day of~~, 1997, personally
f W~Whll I Mf tbC=1thtVWli ~ay

Raspier, being duly sworn did depose and say that hs is Chairnan of the Virginia

Susan 0 garrett
Notary Public

Ny camfssion expires 7/31/98
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STATE OF VISSINIA )
OOONTI OF NINE )

Achnowlsdyed cn this R day of /Kii n C!W, 1997, personally
before ne a notary public ia and for ths C—--~1th of Viryinia, aIS»ared Syron
Thonas Fulnsr, beinS duly »em dhl depose and say that he is Principal Executive
to tbs Staff of tbe VirOinia Oas aad Oil board, that he executed ths sam and was
authorised to do so.

My ccnnissioa expires 7/31/97

;.nA,.
Diane J. Dav+
Notary Publid
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Tract No.
County BucH4N4N

This plat is a new
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BUCHANAN PRODUCTICN COMPANY
Tract e4ws~ewmacNl

tjnk No. V4

Landon Wyatt (Big Axe) - Tr. 30- Coal
Coal Lessees
Jewell Smokeless Coal Co. - Tiller and above
island Creek Coal - Coal below Tiller
Buchanan Production Co. - CBM Lessee
island Creek Coal Co. - Surface, OII & Gas
58.88acres - 73.5750%

Landon Wyatt (Big Axa) - Tr. 29- Coal
Coal Lessees
Jewell Smokeless Coal Co. - Tiller and above
Island Creek Coal - Coal bebw Tiller
Buchanan Production Co. - CBM Lessee
Norman E. Morgan, Et al - Surlisce, Oil & Gas
Buchanan Production Co. - Oil & Gas Lessee
9.61 acres - 12.0125%

Landon Wyatt (Big Axe) - Tr. 13-Coal
Coal Lessees
Jewell Smokeless Coal Co. - Tiller and above
island Creek Coal - Coal bahw Tiller
Buchanan Pnxtuctlon Co. - CBM Lessee
Theresa H. Brents -~,Oil & Gas
11.48acres - 14.3500%

Landon Wyatt (Big Axe) - Tr. 30 - Coal
Coal Lessees
Jeweit Smokeless Coal Co. - Tiller and above
Island Creek Coal - Coal bekw Tiller
Buchanan Production Co. - CBM Lessee
Janet Brown - Surface, Oil & Gas
0.05 acres - 0.0825%
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VIRGINIA GAS AND OIL BOARD

DOCKET NO. VGOB 97-0121-0561
EXHIBIT G
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chsnsn County. The foregoing instrument
nexed,
...M.
Clerk
Clerk


